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Dr. Higgins suggests that though the United States has 
enjoyed a unique experience in frontier development, future 
economic development as well as stabilization policy may 
have to follow a different pattern: that is, “special tailor-made 
policies for lagging regions.” Because of regional diversities, 
unemployment and inflation can, and do, exist side by side 
in the American economy, and national over-all monetary and 
fiscal policies do not solve disparate regional problems. In- 
stead, there is need for “systematically planned differences in 
policy from one part of the country to another.” 

Dr. Higgins is chairman of the Department of Economics, 
University of Texas. His article is adapted from a paper 
given at the Southern Economic Association. 
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Mr. Spayd contends that hidden costs accruing “from wasted 
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office and clerical operations are often overlooked by man- 
agement. The author points out that over-all costs of clerical 
Operations approach 14 per cent of the Gross National 
Product; that the average top executive (who seldom comes 
up through the ranks of office management) fails to compre- 
hend the extent of “paper operations” connected with the 
business; and that top executives might well assume a new 
attitude and approach to the “growing importance of the 
office as the nerve center of the business.” 

Mr. Spayd is president of the Standard Register Company. 
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ical assistance to the aged, giving the pros and cons of the 
government programs, and concludes that the Social Security 
programs have basic deficiencies. He states that a wise pro- 
gram is one based on cooperative planning of all interested 
groups and the pooling of all available resources, a program 
based on facts obtained through research and one that pre- 
serves the “freedom and dignity of the sick.” 

Mr. Uzzell is chief of Survey and Planning, Hospital Serv- 
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adjunct faculty of Georgia State College in Hospital Admin- 
istration and Sociology. 


DAVID J. SCHWARTZ 


“The Marketing Center: 
Salesmanship and Professional Standards” 


The author compares attitudes and behavior of salesmen 
with some of the criteria generally accepted as determining 
professionalism. He finds that generally salesmen do not meet 
these standards, though there are some hopeful trends toward 
professionalism in selling. In terms of ethical conduct, a sur- 
vey of salesmen has revealed that they themselves rank selling 
low in comparison with other occupations. 

Dr. Schwartz is professor of marketing, School of Business 
Administration, Georgia State College of Business Adminis- 
tration. His article is condensed from his Research Paper 
(Number 19), entitled “Does Present-Day Selling Meet Pro- 
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THE REGIONAL CHARACTER 
OF THE STABILIZATION PROBLEM 


Economic Growth—Regional /spects 


Recent study of underdeveloped countries is begin- 
ning to have a “feed-back” in the form of increased 
understanding of advanced countries as well. Advanced 
economies have turned out to be a good deal less inte- 
grated than we once thought; and sectoral and regional 
differences so glaringly apparent in underdeveloped 
countries that they could not be overlooked are also 
present, in more subtle guise, in advanced countries as 
well. 

A major factor in the process by which the United 
States has established for its people the highest standard 
of living in the world is a unique frontier history and 
a unique relationship among different regions in the 
country in the course of economic growth. The term 
“frontier” is not used here in a geographic sense, such 
as an area with two to six people per square mile, but 
in the sense of an area of net immigration associated 
with utilization of new resources and new industries. 
For 350 years the United States enjoyed continuous 
frontier development of one sort or another. Between 
1890 and 1940 this process slowed down, contributing 
to the great depression. Since 1940 frontier develop- 
ment has been accelerated again but, instead of taking 
the form of an essentially westward movement, has 
been dispersed. This acceleration of frontier develop- 
ment, in turn, has contributed to the relatively high 
levels of income and employment maintained since 
World War II. 


Note: Dr. Higgins is chairman, Department of Economics, The Uni- 
versity of Texas. 
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This record of centuries-long frontier development 
is itself unmatched in any other country which I know 
—with the possible exception of the Soviet Union. 
Moreover, in contrast to most other countries, the “back- 
wash” effects on older regions of rapid growth of a 
new region have never for long outweighed the “spread 
effects.” Lagging regions have somehow always become 
leading regions again. The regeneration of the South- 
east took longest, but that region is now the most rap- 
idly growing in the country. There has never been in 
the United States anything quite like the empty center 
of Australia or the chronically lagging regions of the 
Maritimes and the Prairies of Canada, let alone the 
stagnant Italian or Mexican South or Brazilian North- 
east. In the United States, population growth, frontier 
development, and resource discovery have moved to- 
gether, amplifying the effects of each on economic 
growth. Both flattened out between the wars and both 
have accelerated since. This unique American expeti- 
ence with frontier development has given content to 
the “log-cabin-to-riches” legend, and has given rise to 
a confidence in free private enterprise, both as an avenue 
for individual self-expression and as a device for na- 
tional economic development, which does not exist and 
which would be misplaced in countries where the nature 
of the frontier is totally different. 

But while the American story has been a particularly 
happy one to date, we should be cautious about pro- 
jecting this experience into the future. There is a grow- 
ing body of sentiment in this country which favors 
positive policy to accelerate economic growth; it may 
well prove that in the United States, as in a good many 
underdeveloped countries, accelerating over-all growth 
is largely a matter of adopting special tailor-made poli- 
cies for lagging regions. Moreover, there is good reason 
to believe that the unexpected postwar experience of 
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inflationary pressure and growing unemployment side- 
by-side is to be explained, not so much in terms of 
“cost-push,” but in terms of technological dualism and 
immobility of resources among regions. If so, stabiliza- 
tion policy as well as development policy must be differ- 
ent in the future from anything attempted in the past. 


Interregional Relations, Inflation, and 
Unemployment 


It is my view that the bugbear of the Post World 
War II economy— inflationary pressure and unemploy- 
ment side-by-side—can be better explained by an analy- 
sis of intersectoral and interregional relations than by 
cost-push plus government-created demand-pull alone. 
We have become accustomed to the fact that under- 
developed countries frequently have chronic inflation 
together with high and even increasing unemployment 
over long periods. Special theories have been worked 
out to deal with this phenomenon." This is one area of 
the work done on underdeveloped countries that can 
have “feed-back” effects on our understanding of ad- 
vanced economies; what exists so obviously in under- 
developed countries that it could not be ignored exists 
in more subtle form in advanced ones. It has long been 
recognized that the “dual” or “plural” economies of 
Asia, Africa, and Latin America can have widely differ- 
ent economic trends in different sectors or regions. 

The author might never have been led to look for 
a similar phenomenon in the United States had it not 
been for the intermediate case of Canada. Here is a 
country with a level of per capita income second only 
to that of the United States; its occupational structure is 
much the same; it clearly belongs to the category of 
“industrialized” countries. Yet it has proved to be a 
country where unemployment can reach eight to nine 
per cent of the labor force while the cost of living con- 
tinues to rise. Canada has a more clearly “regionalized” 
economy than has the United States, and it is relatively 
easy to see that the inflationary pressure is generated 
in one region and sector while the unemployment is 
concentrated in others. 

The “leading” sectors in Canada’s postwar period 
were the government defense and defense-related in- 
dustries, and the developmental industries, especially 
petroleum, iron, and aluminum. The defense industries 
were mainly in Ontario and western Quebec. The pe- 
troleum developments were in northern Alberta; the 
iron ore in northern Ontario, northern Quebec, and 
Labrador; the aluminum developments were in British 
Columbia; but all the secondary and tertiary effects 


1See, for example, B. H. Higgins, Economic Development: Prob- 
lems, Principles, and Policies (New York: W. W. Norton Company, 
Inc., 1959), Part IV. 
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were felt in Southern Ontario, Western Quebec, and 
the Vancouver area of British Columbia. The “lagging” 
sector consisted of agriculture in the Prairie Provinces 
(especially wheat) and the older and chronically de- 
pressed industrial areas of the Maritime Provinces. The 
investment in the “leading” sector was of a highly 
capital-intensive nature. A good deal of labor-saving 
innovation was taking place. Its volume was sufficient 
to create inflationary pressure, especially in the cities, 
but it did not provide enough jobs for the rapidly 
growing labor force. It did not provide important mar- 
kets for the lagging sectors; the important market for 
the Prairie Provinces was outside the country altogether. 
Industrial investment in Canada has little effect on the 
world market for wheat. Under conditions such as 
these, inflation and unemployment can easily exist 
side by side. 

During the postwar period much the same develop- 
ments took place in the United States as in Canada; 
but since the regional divisions are less sharp, the 
process was not so easily discerned. No large sector or 
region within the United States economy is so com- 
pletely dependent on exports as the Prairie Province 
agriculture in Canada; but exports are very important 
in some United States areas and industries, and inter- 
regional trade within the states is vastly important. 
Here too, the “leading” sectors have been defense and 
defense-related industries, plus some developmental 
ones, especially in the South, the Southwest, and the 
Pacific Coast, both north and south. Some of the de- 
fense-related industries were located on the Northern 
Atlantic coast; New England, New York, Pennsylvania, 
New Jersey, and Delaware thus shared in the over-all 
growth. Less directly affected were the consumers’ goods 
industries established in the Midwest between the wars, 
such as the automobile industry in Michigan. 

The investment of the leading sectors was no less 
capital-intensive than it was in Canada. Automation 
was the word, and rapid technological progress of a 
highly labor-saving nature was taking place. No “popu- 
lation explosion” took place comparable to those of the 
underdeveloped countries, and immigration was less 
important than in Canada or Australia, but birth rates 
were much higher than in the 1930's and the popula- 
tion bulge was beginning to enter the labor force. A 
very high rate of investment was needed to absorb 
technological unemployment and the growth of the 
labor force. Much of the investment was of a kind that 
did not increase output of things people wanted to buy. 
The level of investment was high enough to generate 
inflationary pressure, but it did not create jobs fast 
enough to maintain continuous full employment. In 
particular, it did not bring proportionate increases in 
demand throughout all sectors and regions in the econ- 
omy. For example, the terms of trade moved against 
Texas agriculture, and in some years deep unemploy- 
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ment appeared in the centers of the automobile indus- 
try and in other industrial cities not participating in 
the general expansion. 

It is clear enough that under these diverse regional 
conditions unemployment and inflation can exist side 
by side in the American economy too, and can continue 
for considerable lengths of time. In this context, the 
cost-push-followed-by-demand-pull may be regarded as 
an aggravating factor. The initial pressure in a round 
of wage-price increase would usually come from an in- 
dustry in the leading sector—say steel. But in due 
course, rising costs would spread to the lagging sector 
—say to automobiles. When unemployment appeared, 
the government would step in with expansionary polli- 
cies; but an increase in money flow enough to support 
the general rise in the wage-price level might not raise 
demand for output of all industries enough to maintain 
full employment throughout the economy. 

The policy implications of this sort of analysis are 
far-reaching indeed. For one thing, it suggests that the 
“classical remedy” for wage-price pressure (declining 
sales and unemployment) may prove both ineffective 
and unjust with the institutional framework we now 
have. In the example just given, the cost-push comes 
from the steel industry, but the declining sales and un- 
employment occur in the automobile industry.’ If the 
government were to push its expansionary policy to 
the point where full employment is restored to the 
automobile industry, it might turn creeping inflation 
into galloping inflation. 

In short, in a regionalized economy, with the possi- 
bility of different rates of growth from one region to 
another, and with the possibility that increased spend- 
ing in the leading sector will have only minor effects 
on demand for output from lagging sectors, national 
monetary and fiscal policy of the usual sort is a blunt 
and ineffective weapon. Reverting to our example, 
what is needed is anti-inflationary measures against 
steel and anti-deflationary measures for the automobile 
industry (assuming, of course, that we do not expect a 
long-run movement against the automobile industry, 
in which case policy should be directed towards facili- 
tating movement of labor and capital from automobiles 
to steel). 

Regional disparity in monetary and fiscal policy is 
not something the federal government can easily pro- 
duce. Within limits the twelve Federal Reserve Banks 
might pursue different policies. The behavior of the 
Dallas Federal Reserve Bank demonstrates that this 
can in fact happen. Until 1957 discount rate changes 
by Dallas agreed rather closely in timing with the ma- 
jority of the banks. Since 1957, however, there has 


2Bureau of Labor Statistics’ figures for 1959 show Detroit to be 
one of seventeen “chronic labor surplus” areas and one of two such 
areas with a heavy concentration of unemployment for the nation. 
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been a significant disparity in the timing of rate changes 
by Dallas.* Even a close correlation between all districts 
in changing of rates would not lead to the same impact 
in each region. The nature of the impact will often re- 
flect the extent to which the regional money market 
has “discounted” the anticipated rate change. Finally, 
there may be considerable variation between districts 
in the degree of aggressiveness with which moral sua- 
sion is utilized in a given period. However, there is 
always the danger that, say, a “cheaper money” policy 
on the part of the Federal Reserve Bank of Chicago, 
instead of increasing investment in the Detroit-Flint 
region, will drive capital to other regions in search of 
higher interest rates. In any case, investment in the 
automobile industry is not likely to increase much, in 
face of declining demand for automobiles, merely be- 
cause the Federal Reserve rediscount rate has been 
lowered. 

With respect to fiscal policy, if the stabilization 
problem is really of the regional character outlined 
here, it may be that economists have been wrong in 
pressing for increased concentration of power in the 
federal government. For example, it has been argued 
in Australia, Canada, and the United States that since 
the income tax is the most effective weapon on the tax 
side of fiscal policy, and since fiscal policy must be 
integrated on a national basis, the income tax should 
be accorded to the federal government. But if our econ- 
omy is disintegrated to begin with, and the problem is 
one of producing regionally different fiscal policies, it 
may be that the income tax should be returned to the 
states, which are a closer approximation to economic 
regions than the country as a whole. Then, in our ex- 
ample, budget surpluses could be produced in the 
regions where industries of the leading sector were 
located, and budget deficits could be run in regions 
with lagging-sector industries. The overlap of sectors 
and regions is of course not perfect, and is less perfect 
in the United States than in Canada, but it is there, 
nonetheless. 

When regional disparities are taken into account, an 
“integrated national policy” means something different 
from a nationally determined policy carried out uni- 
formly throughout the country. It means, instead, sys- 
tematically planned differences in policy from one part 
of the country to another. In this connection, such in- 
stitutions as the Canadian Dominion-Provincial Con- 
ferences, and the Commonwealth Loan Council and 
Commonwealth Grants Commission in Australia, would 
merit close study. 


3For eight of the nine discount rate changes in the period 1957- 
1959, the Dallas time of change varied from the average of other 
districts by one to three weeks. The Dallas Bank lagged on down- 
ward rate movements, -but led in making upward adjustments. 
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MANAGEMENT'S BLIND SPOT 


Periodically, and with a regularity closely akin to 
the lemmings’ annual march to the sea, top executives 
throughout the country go on a cost-cutting crusade 
aimed at offsetting the too steady drain on profits. Cer- 
tainly this is a worthwhile and necessary crusade and 
fully justifiable. Unfortunately, too infrequently does 
it come close to solving the basic problems. 

Luxuries are eliminated, travel expenses are reduced, 
long distance phone calls are monitored, capital ex- 
penditures are postponed, and dozens of other meas- 
ures, great and small, are taken in an effort to reduce 
the cost of doing business. The results of these many 
steps, regardless of the good faith involved, are minus- 
cule and temporary at best in terms of actual dollars 
and cents over the long haul. 

Gradually, like the creeping inflation to which we 
have been subject for so many years, the eliminated 
costs return; often they grow and multiply. Even if all 
the savings were permanent, the total would be minute 
compared to those that are possible with more knowl- 
edge, understanding, and appreciation of what can be 
done in certain areas. The costs that are so treated are 
generally those that management can see and act upon 
with immediacy. They are tangible items, physical ob- 
jects for which the costs are readily discernible. What 
cannot be seen, and what becomes thereby a detriment 


Note: Mr. Spayd is president of the Standard Register Company. 


The Management Forum series is arranged by Dr. James E. Chap- 
man, professor of management and chairman of the Department of 
Management, School of Business Administration of Georgia State 
College of Business Administration. 


6 


to management’s attempts to control wisely and profit- 
ably, are the costs underlying the tangibles—costs not 
apparent to the eye. 


The “Blind Spot” 


This inability to see and feel no more than what the 
eye beholds and the hands can touch is a “blind spot” 
in management’s make-up that must be overcome if 
significant gains are to be made on the perennial en- 
emy—the profit squeeze. Like hidden taxes, these hid- 
den costs are included in the price paid for tangible 
items, but they are not separated so that they make 
themselves known. They are the costs that accrue from 
wasted manpower, space, and time in that nonproduc- 
tive area—office and clerical operations. 

It is no secret that office and clerical costs are rising 
and that they show no signs of leveling off. Nor is it 
any secret that they are major items in the over-all cost 
of doing business. In recent decades clerical employ- 
ment has grown five times faster than the labor force 
as a whole. From 1947 to 1957, for example, produc- 
tion workers increased by one per cent while nonpro- 
duction workers jumped by a whopping 55 per cent. It 
is estimated that by 1965 clerical and sales personnel 
will account for 20 per cent of the country’s employed 
population. In terms of dollars and cents, the annual 
cost of office and clerical workers in 1958 was close to 
$32 billion for salaries alone. That is exclusive of fringe 
benefits, supervisors, equipment, space, and similar ex- 
traneous items. If these extra items, plus the cost of time 
spent by middle and top management personnel for the 
clerical work they do (and they do quite a lot), are 
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added to the $32 billion, the total would probably ap- 
proach at least $60 billion at a conservative estimate. 
In 1958 the gross national product. was over $440 bil- 
lion, so the over-all costs of clerical operations ap- 
proach 14 per cent of GNP. 

Another interesting fact that comes from various 
sources is that the clerical work force as a whole per- 
forms at about 50 per cent of capacity, indicating that 
there is a tremendous amount of waste involved. Add 
to that waste similar incursions on time and space 
brought about by antiquated operating methods and 
systems, by unnecessary demands for unusable reports 
and statistics on the part of management, and by other 
unrealized factors and another conservative estimate can 
be drawn—that between $15 and $20 billions are more 
or less thrown away by the country’s combined business 
operations every year. It can easily be seen what such 
waste means to profit figures and what the gains could 
be if but 50 per cent of it could be eliminated. This is 
top management's problem and the challenge of find- 
ing a solution is also top management's. 

Unfortunately, the blind spot prevents the top execu- 
tives from coming to equal terms with their adversary. 
They cannot fight successfully when they have no idea 
where the enemy is, what it looks like, or on what 
ground they must do the fighting. How has this blind 
spot developed and why is its recognition now so im- 
portant? The latter question has already been answered. 
It’s important because of the effect it has on the effi- 
cient and profitable conduct of a business. The how of 
it demands our looking at some history. 


How It Came About 


This blind spot stems from the fact that only in the 
last fifteen or so years has top management become 
concerned with office operations relative to corporate 
activities and controls. Prior to that time the office and 
its operations were left to themselves because nobody 
had the interest necessary to maintain efficient and pro- 
gressive control. The equipment was simple and rel- 
atively inexpensive; the workers were not required to 
do much more than copy information from one form 
to another; executive demands for reports and statistics 
were few and simple; and the office was basically a 
nonproductive area. 

During those years preceding the Second World War 
management was far more concerned with events trans- 
piring on the production line. Automation, a normal 
extension of the Industrial Revolution, of interchange- 
able parts, and of mass production, was being intro- 
duced into the factory; and this brought a magic com- 
bination—greater productivity for less cost. Manage- 
ment figured, and rightly, that this was where most 
attention should be directed. 

During the Second World War and subsequently, 
however, a new revolution was in the making. It, too, 
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is an extension of the Industrial Revolution, and it has 
its collateral advantages. With the rise in productivity 
and business volume there were rises in other areas— 
competition, diversity of product, new products, fringe 
benefits, government involvement, and so on. Life for 
the business world became a great deal more compli- 
cated, and the need for keeping track of all these ele- 
ments with speed and accuracy was inevitable. As a 
result, the office has become a focal point for control, 
it is the acknowledged nerve center of a modern busi- 
ness and as such demands the attention of top manage- 
ment. 


The Costly Toll 


Management wants and needs its information from 
all sources a great deal faster than ever before. It wants 
all the statistics relative to sales, finance, competition, 
ad infinitum with speed, accuracy, and efficiency. It 
must have these if it is to conduct its business with suc- 
cess. As a result of these many and varied needs, the 
office and its collateral operations have changed. Highly 
sophisticated equipment—automatic typewriters, high 
speed accounting machines, electronic computers, and 
the like—has been developed to handle data processing 
on an automatic basis. Even more important, the human 
element has progressed and become more sophisticated. 
The clerical worker of today is a far cry from his coun- 
terpart of yesterday. He is better educated, better paid, 
more aware of his responsibilities to his company, more 
communicative with his peers, and better equipped to 
handle the complicated demands of his profession— 
and it is a profession in many cases today. 

Thus the change is sociological as well as economic. 
Slowly but surely the demands for greater skills in 
clerical operations are becoming recognizable. They 
will have to be met through better education and spe- 
cial training. As an indication of what is happening, 
whatever happened to that young jack-of-all-trades, the 
office boy? He is a vanishing breed and there are many 
other jobs that may easily disappear along with him. 
Today and tomorrow the need is for young men and 
women for skilled work—programming of computers; 
operation of automatic machines; analyzing of systems, 
methods, and procedures; and similar professions. 

Coincidental with the rise in office and clerical work- 
ers, the increase in the work to be done and the costs 
of such gains, we have the wherewithal to maintain, if 
not better, the cost of doing that work. But this is pre- 
cisely where management’s blind spot creates a prob- 
lem. Top management is largely unfamiliar with the 
basic problem and therefore has no answers to it. 

This situation is prevalent because there is usually 
nothing in the background of the top executive to give 
him the necessary knowledge of how the nerve struc- 
ture of his own business operates and what the place 
of methods, systems, machines, and manpower is with 
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reference to those all-important control aspects. Make 
any survey concerning the backgrounds of today’s top 
executives and it will be seen that few, if any, have 
come up through the ranks of office management. They 
have graduated to their top positions from sales, from 
engineering, from finance, from production, and even 
from advertising. While in their previous bailiwicks, 
they were concerned with the tangible problems ger- 
mane to those areas. Consequently, the top executive 
today has little or no realization of the importance of 
clerical operations and the office in his day-to-day 
operations. 

This is not to say that the afore-mentioned roads to 
the top are poor or that they do not give an executive 
the knowledge he needs to conduct his business success- 
fully. The sales executive will inevitably be saddled 
with problems of production, the engineer will have to 
consult with finance; and in these ways the major de- 
partments intertwine. But the one thread that runs 
through all of them is paper; paper means clerical op- 
erations, and this is the one area that is too often 
ignored. The well-rounded executive must have full 
cognizance of the other major departments and divisions 
in his company and what they do. He should also be 
aware of the fact that “nothing happens in business 
without a piece of paper becoming involved at one 
point or another.” 

The normal top executive thinks of office costs in 
terms of desks, typewriters, pencils and other tangible 
items. What of the space taken by men and machines, 
filing cabinets, and similar items? What of the time 
necessary to procure a vital report? When a president 
or chairman of the board requests a particular piece of 
information, he gets it. It may be printed on a sheet or 
two of paper. He knows that the paper costs money, he 
knows that the machine used to print the information 
costs money, and he probably knows that the operator 
of that machine costs money. 

What he doesn’t know, and what can hurt on the 
balance sheet, is the cost of time taken to get that in- 
formation. He does not realize that it may have taken 
hours of labor checking through miles of files and re- 
ducing the data obtained to a readable medium. He 
does not know, in short, whether he is holding twenty 
cents worth or twenty dollars worth of work, for the 
methods used to obtain that piece of paper and the in- 
formation on it are an enigma to him. 

Now the top executive is not so aloof as to disregard 
this entirely. But, having had little to do with it in the 
past and being far-removed from it today, his tendency 
is to delegate responsibility to departments having the 
specialized knowledge. In this way he attempts to sup- 
plement his blind spot. Conversely, this delegation 
means that he must rely on those same people for feed- 
back information, and he is thereby subject to second- 
hand knowledge and opinions. This still leaves a void, 





for he still lacks the understanding, the knowledge, and 
the appreciation of the vital role that clerical opera- 
tions, methods, and procedures play in the operation 
of the business. 

The weakness in this type of setup is apparent. Top 
management’s view of the business must take in the 
whole panorama, for it is responsible for success or 
failure. The specialized departments, on the other hand, 
are merely concerned with their own areas. Too fre- 
quently, therefore, management is persuaded to do 
something that helps out one small segment of the 
business without regard for the effect on other areas, 
and it does this without realizing the consequences. In 
this way it is perfectly possible for a president to sign 
a check for upwards of two and one-half million dollars 
for an electronic computer without fully being aware 
of what that machine is to do and whether it is eco- 
nomically feasible to do it in that way. 

There are many cases on record of companies that 
have gone to the fabulous expense of installing a com- 
puter merely because competition had one or because 
the payroll department wanted to process its informa- 
tion a little faster, only to discover that the expense far 
outweighed the advantages realized. This does not mean 
that computers do not have their place in business. They 
are valuable machines, but foresight is usually more 
valuable than hindsight and a successful installation 
will depend on foresight—and that is management's 
responsibility. 


What Can Be Done About It? 


What, then, is the alternative to management's sup- 
plemental aids? It can only be a complete new attitude 
and approach to the growing importance of the office 
as the nerve center of the business. Management must 
begin to recognize its functions and learn how data are 
accumulated and how effective are the results. The 
basic question for management is not how things are 
done, but why. Only then can it really come to grips 
with its problems in this area on an even footing. 

Management must recognize what goes into the final 
costs of processing information and what those costs 
are. It must be aware of the origination points of data 
and what happens to them subsequently. There is no 
need for a detailed study of operations, but at the very 
least there should be a knowledge of the reasons for 
the collection of data and an awareness of what hap- 
pens to it and whether or not it is reliable. If it is not 
reliable at the start the errors will only be perpetuated 
regardless of the methods used to process it. 

This nerve center—the office—can be a great source 
of gain. The potential for reducing costs is tremendous. 
It is up to management to take advantage of this po- 
tential, for only management—particularly top man- 
agement—has the ultimate responsibility. It cannot 
delegate this responsibility, it cannot avoid it. 
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an evaluation of the social security approach in providing financial assistance for 


MEDICAL CARE FOR THE AGED 


Present Governmental Methods of Providing 
or Purchasing Medical Care 
® Federal 


The federal government provides medical care serv- 
ice to veterans, members of the armed services and 
their dependents, American Indians on reservations, 
and assists in paying insurance premiums for coverage 
of federal employees. In addition, the federal govern- 
ment offers to assist states, on a matching basis, with 
the purchase of medical care for public welfare recipi- 
ents and the support of special programs for specific 
type diagnoses such as curable cancer, vocational re- 
habilitation, and crippled children. 


State 


The various state governments generally assume, for 
all practical purposes, entire financial responsibility for 
patients with tuberculosis and mental illnesses by state 
ownership and operation of facilities. A small limited 
amount of indigent care for teaching purposes is pro- 
vided in state hospitals operated in conjunction with 
medical colleges. Also, the states have generally par- 
ticipated in the various federally sponsored categorical 
medical assistance programs, except the Federal Medi- 
cal Care program for public welfare recipients. Other 
than for the above programs, state governments have 


Note: Mr. Uzzell is chief of Survey and Planning, Hospital Services, 
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delegated all other medical assistance responsibility to 
county governments. 


Local 


The larger urban counties and cities have generally 
assumed, through taxation, limited responsibility (by 
providing or purchasing care) for low-income residents 
not qualifying under existing federal or state sponsored 
programs. The major cost of medical care for low- 
income patients is absorbed by local medical care facil- 
ities, primarily hospitals and nursing homes. This is 
accomplished by overcharging paying patients and util- 
izing the donated professional services of physicians. 
For example, in 1956 the state government of Georgia 
expended in state and federal tax funds $21,492,200 
for all medical care services. Most of this represented 
the cost of operating state mental, tuberculosis, and 
teaching hospitals without any federal or local tax as- 
sistance. During the same year locally owned general 
hospitals alone, excluding nursing homes and the “free” 
professional services of physicians, provided $12,801,- 
341 in “free” or indigent care services with only 
$4,927,520 in reimbursement from local taxes. The 
hospitals paid $7,573,821 of this cost primarily by 
overcharging paying patients. Endowments and private 
charity represented only about $300,000 or 2.3 per 
cent of the total cost of general hospital care for in- 
digent patients in Georgia.” 





“Indigent Hospitalization in Georgia,” Report of the Georgia 
Hospital Care Study Commission, Atlanta, 1956. 








Administrative Methods 


Governmental agencies (federal, state, county) util- 
izing tax funds are now employing the following ad- 
ministrative methods of discharging responsibility for 
assisting in purchasing or providing medical care serv- 
ices: 

(a) Constructing and operating facilities, including 
the employment of physicians and admitting to service 
only those specified individuals for which the govern- 
mental agency assumes responsibility for medical care: 
for example, federal charity hospitals for veterans, 
armed services, and Indians; state charity hospitals for 
mental and tuberculosis patients; county or city opera- 
tion of charity general hospitals. The trend is for gov- 
ernmental agencies to purchase services from commun- 
ity facilities rather than to operate duplicate facilities. 


(b) Purchasing hospitalization insurance or match- 
ing in the purchase of some type prepayment through 
payroll deduction plan for specified individuals. An 
example of this method is the federally sponsored 
Medicare Program for armed services’ dependents and 
federal employees. Also, some state welfare or health 
departments use “pooled funds” and contract with 
private prepayment plans in purchasing medical care 
for public assistance recipients. 


(c) Direct payment to vendors for specified types 
of services for specified individuals for which the gov- 
ernmental agencies assume responsibility. State agencies 
generally use this method of payment to hospitals and 
nursing homes, usually on the basis of a uniform re- 
imbursable cost formula or a discount from billing. 
County and/or city governments often purchase, by 
contract, indigent care for services from a specified hos- 
pital, generally on the basis of a negotiated tax millage 
or a lump-sum annual tax payment for resident indi- 
gents served in the local hospital. 


(d) Indirect assistance under federal and state in- 
come tax laws whereby a special tax deduction is al- 
lowed for unusually large medical expenses during the 
income tax year. 


Present Nongovernmental Methods of 
Purchasing Medical Care 


In America the purchase of medical care has been 
primarily an individual and family responsibility. In 
recent years, the growth of voluntary prepayment has 
become an important method used by individuals to pay 
for medical care services. The unpredictable and un- 
even manner in which illness occurs places sudden 
financial burdens at the least opportune time. Prepay- 
ment has enabled self-supporting individuals and fam- 
ilies to budget for service needed. There is indicated 
need for further expansions of the principle and effec- 
tiveness of prepayment, especially for low-income 
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groups that are poor risks. To the extent that the aged, 
disabled, and the unemployed cannot afford to pay 
premiums for financial protection through a voluntary 
program, government action will be demanded. The 
greatest pressures have developed for action at the fed- 
eral level rather than at local and state governmental 
levels, even though historically medical care has been 
a state-county function. The responsibility of govern- 
ment may be assumed by utilizing the principle of pre- 
payment insurance and thereby strengthening the estab- 
lished prepayment system. The responsibility of gov- 
ernment may be assumed cooperatively by all three 
levels of government on a matching basis and utilize 
“pooled funds” to purchase prepayment coverage for 
specified low-income groups. 

Provision of health services for low-income groups 
is especially difficult under our present un-coordinated 
plans. In terms of cost the problem would not be so 
great if there were an effective program to encourage 
all citizens to give the purchase of health maintenance 
services a higher priority within the family budget for 
daily living. The problem would be less acute if it were 
available to the aged and the entire community and at 
subscription rates within the means of the average 
working man and retired person with assurances that 
the subscription dollar will go further toward meeting 
cost and needs than through any other method. 

According to a recent survey of medical cost among 
the aged (over age 65), almost four of every ten aged 
persons had some form of health insurance. About half 
of these aged persons with insurance had first secured 
such coverage through a job. Of those without insur- 
ance, 34 per cent of the total stated they could not 
afford it, 16 per cent said they couldn’t get it, and the 
others stated they didn’t want insurance or had enough 
money to take care of their needs. The survey further 
reported that a slight majority of the aged in the United 
States favored government health insurance.’ 

In recent years the significant increase in cost of 
modern medical care, together with easy credit, lack of 
thrift, and decrease in local charity, has placed added 
and unnecessary cost burdens on the various local med- 
ical care institutions providing community health serv- 
ices. If individual citizens, the states, and the counties 
fail to assume proper responsibility for those in need, 
pressures will continue to develop for federal action. 

The prepayment system has aggravated to some ex- 
tent the increased cost problem by encouraging un- 
necessary and uneconomic utilization of facility serv- 
ices. Yet, prepayment has the potential for controlling 
costs and extending coverage to a larger segment of the 
population. The initiative for action rests with the vol- 
untary prepayment movement. The medical profession, 





2Meeting Medical Care Cost Among the Aging,” Research Series 
17, Health Information Foundation, New York, 1960. 
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medical care institutions, and prepayment plans should 
take the lead in strengthening the prepayment prin- 
ciple. The survival of this method of purchasing medi- 
cal care will depend on how successful prepayment 
meets the three “c’s”—coverage, cost, and control.° 


Recommended Standards and Guides for 
Establishing Medical Care Plans 


To appraise existing and proposed federal medical 
care programs for the aged in an objective manner, it 
would be logical to study nationally recommended 
standards for such programs. The various national or- 
ganizations that are directly concerned with the prob- 
lems of health, medical, and welfare activities have 
adopted (jointly and separately) recommended prin- 
ciples and standards to guide those interested in plan- 
ning for and in the administration of indigent care 
programs. 

The most significant principles adopted by the Amer- 
ican Medical Association, the American Public Welfare 
Association, and the Commission on Financing Hos- 
pital Care are summarized:* 

1. Necessary care should be available to all per- 
sons in the community, without regard to their ability 
to purchase it, and payment for care is primarily the 
responsibility of the individual, his family, and com- 
munity. 

2. The quality of care available locally to other 
citizens should also be provided for the needy—both 
the “indigent” and the “medically indigent.” 

3. Existing facilities and services that meet high 
standards should be utilized, so that duplication of 
expensive facilities and services will be avoided. 

4. As far as possible, medical care programs for 
low-income groups should be administered locally, 
preferably by a single agency in close liaison with the 
local medical society. 

5. Program funds, from as many different sources 
as possible (local, state, national), should be utilized on 
a cooperative basis so that indigent programs can be 
more adequately financed without undue financial 
burden to any one agency or organization. 

6. All programs for medical care should be care- 
fully planned and under qualified direction and ad- 
ministration. It is essential that the programs make 
provision for an advisory council, so as to obtain the 
professional advice and the cooperation of physicians, 
hospitals, and the various groups that are directly in- 
volved in medical care services in the state. 

7. Physicians and institutions that provide care for 
the indigent should protect the rights and dignity of 





3Anne R. and Herman M. Somers, “Coverage, Cost and Controls in 
Voluntary Health Insurance,” Public Health Reports, January 1961. 

4“Financing Hospital Care in the United States,’ Report of Com- 
mission of Financing Hospital Care, The Blakiston Co., Inc., New 
York, 1954. 
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the patient. Care that is available should be supplied 
under conditions which sustain human dignity, freedom, 
and individuality for both those who provide as well as 
those who receive services. 

8. Patients eligible for service should have a free 
choice of physicians (family physicians) and a con- 
tinuity of care should be provided, including specialized 
care when needed. 

9. Local medical societies and hospital staffs should 
assume responsibility for the professional supervision 
of the quality, quantity, and adequacy of care rendered 
indigent patients. 

10. Uniform and objective standards of eligibility 
for admission to programs should be applied equally to 
all needy applicants. 

11. Method and amount of payment to medical 
care institutions should be on a reimbursable per diem 
cost, based on actual cost (without profit) as deter- 
mined by uniform cost accounting procedures. 

12. Programs developed should be designed with 
methods of administration and payment that discourage 
abuse (by both the patient and the provider of services ) 
in order to assure maximum economy and efficiency in 
use of tax funds. 

13. -Home care programs and out-patient clinics in 
local general hospitals should be developed for low- 
income groups, so as to decrease the need and the de- 
mand for expensive in-patient care for the sick. 

14. Federal, state, and local participation in indi- 
gent care programs should be on an equalization match- 
ing basis sc as to attain an adequate program in 
counties of limited financial resources and in which 
large numbers of persons need assistance in financing 
their hospital care. 

15. State and local agencies responsible for pro- 
grams should encourage the fullest possible partici- 
pation of low-income groups in meeting the cost of 
care, through prepayment and otherwise, so as to 
reduce (as far as possible) the extent of their de- 
pendency on tax funds. 


The Social Security Approach in Providing 
Assistance to the Aged 


In 1956 the Public Assistance Section of the Social 
Security Act was amended to provide separate federal 
matching funds to the states for the purchase of medical 
care for welfare recipients by direct payments to sup- 
pliers of medical services. In 1958 the Public Assistance 
Act was further liberalized by congressional action 
encouraging more low-income states to cooperate in 
providing medical care for those on welfare rolls. This 
amendment related the federal share of the cost accord- 
ing to the fiscal capacity of each state, determined by 
the relationship of state per capita income to national 
per capita income. The Act also made provisions for 








the states to use “pooled funds” in the group purchase 
of prepayment coverage for those on welfare rolls. 
Very few southern states, including Georgia, failed to 
utilize federal medical care funds made available for 
the aged.” 

Congress in 1960 amended Title I of the Social 
Security Act (Kerr-Mills Bill), further liberalizing the 
grants to states for old-age assistance and medical 
assistance to the aged.° This amendment increased the 
rate of federal financial participation in providing 
medical care for aged persons on public assistance and 
further extended the program to the non-welfare aged 
that are unable to purchase essential care without de- 
priving themselves of necessary food, shelter, clothing, 
and other essentials of life. 

The 1960 Georgia Legislature passed legislation 
which authorized the State Welfare Department to 
participate in the amended Federal Public Assistance 
Program but failed to appropriate the necessary state 
funds, such as was the case in an earlier state program. 
The establishment of a medical care program for the 
aged and the extent of services to be offered depends 
upon the availability of state funds. For example, the 
1957 General Assembly of Georgia passed Act No. 
397, entitled “Hospital Care for the Indigent,” which 
authorized the State Health Department to assist 
counties by matching of funds for the purchase of 
hospital care for persons who are unable to meet the 
full cost of care. The Act also authorized the State 
Health Department to contract with other state and 
federal agencies, as well as local governments and 
voluntary health organizations, in order to supplement 
state funds available for care of indigent patients. This 
program has not been activated, even though it was 
developed in close liaison with health, welfare, medical, 
hospital, and county commission associations. 

To date all of the existing and recently proposed 
federal medical care programs for the aged have em- 
ployed the Social Security approach. The 1960 Kerr- 
Mills Bill amended the Public Assistance Section of 
Title I of the Social Security Act, known as the O.A.A. 
Approach, and the present administration’s Anderson- 
King Bill proposes to add Title XBI to the Social 
Security Act (OASI Approach) entitled: “Health In- 
surance Benefits for the Aged.” This program would 
cover retirees under the Social Insurance Program and 
would be financed by a fractional increase of employee- 
employer contributions during the work-life of the 
individual.’ The sponsors of this approach to the prob- 





5Report of Advisory Council on Public Assistance, Document 93, 
86th Congress. 

6P. L. 778, 87th Congress. 

THR 4222 and S. 909 is now before the Congress and is called 
the Anderson King Bill. This bill proposes to provide basic protec- 
tion against medical care cost for aged retired individuals that qualify 
for benefits under the Old-Age, Survivors, and Disability Insurance 
Section of the Social Security Act. 
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lem of medical care for the aged call this a pre-paid 
medical care insurance program. This proposed program 
would not eliminate the need for the Kerr-Mills 
program since all aged persons are not covered under 
social insurance plan. 

Both of the Social Security approaches cover only 
the aged citizens and authorize about the same variety 
of medical care services. Space is not available to go 
into the various sections of the Acts. Both Acts include 
entirely too many technical details for basic legislation 
of this type, will be difficult to administer, and will 
require frequent amendments by the Congress. 


The Pros and Cons of the OAA and OASI 
Approach 


A. Those in favor of the OASI approach state that: 


1. The OASI Section of the Social Security System 
is well established and has been efficiently administered 
for 25 years; but so has the OAA Section of the Social 
Security System. 


2. The OASI program preserves the independence 
of the individual without requiring a “means test”; but 
a “means test” is now applied to retirees with specified 
“earned incomes” who are excluded from Social Se- 
curity benefits. 


3. The program has uniform application through- 
out the states—the same benefits for retirees in the 
“poor” states as in the “rich” states. 


4. The program does not require an annual ap- 
propriation from general tax funds (for those who do 
not save) but is financed through an enforced insurance 
program which would be paid by small (tax) contri- 
butions in the course of an individual’s working life; 
but the employee-employer tax or contribution would 
be determined annually by Congress. 


5. It will eventually enable nine out of ten em- 
ployed persons to have a paid-up insurance policy for 
medical benefits on retirement; but the terms of the 
benefits may be increased or decreased annually by 
Congress. 


6. It will preserve the freedom of choice and no 
one would be hospitalized or referred to a nursing home 
except by a physician; yet both programs provide for 
this. 

7. It requires the establishment of utilization com- 
mittees within hospitals and nursing homes to avoid 
abuses and to determine proper usage of facilities. 
The OAA Program does not provide for this control 
within hospitals. 


8. Those retired persons not covered by Social 
Security could continue to be covered under the Public 
Assistance Act (OAA Program). 
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B. Those in favor of the Public Assistance Program 
(OAA) Kerr-Mills Bill approach give the following 
reasons for favoring this program:* 


1. Medical care is the personal responsibility of the 
individual and his family and the OAA program pro- 
vides financial aid only to those who need financial aid. 
In reference to this statement, actually individuals 
would not be forced to use either program. 

2. If the family cannot finance care, it is the duty 
of the community, the county, the state, and the federal 
government—not the federal alone. In reference to this 
statement the individual will have a role in paying for 
cost of service under the OASI Plan. 

3. The OAA program can be put into operation in 
all the states with the full support of the medical pro- 
fession. In reference to this, indications are that very 
few southern states will participate in the OAA pro- 
gram. 

4. The OAA program allows the states some 
flexibility as to coverage, and each state is far more 
aware than the federal government of its own particular 
problems. In reference to the OAA program, there are 
also important inflexibilities of administration. 


C. Those opposed to the (OASI) “Health In- 
surance Benefits Act of 1961” approach present the 
following reasons: 


1. The Health Insurance Benefits Act is not in- 
surance but a federal taxing system on a compulsory 
basis. The young tax payer must pay benefits for mil- 
lions of retired Americans who are able to take care of 
themselves. Actually OASI is a method of taxation or 
an enforced saving in order to finance a social insurance 
plan. 

2. The federal government will determine what 
is a reasonable cost of service. This violates the tradi- 
tion of local administration and control of medical care 
services. This condition applies equally to both pro- 
grams and is an acceptable practice. 

3. The OASI approach would lead to the decline 
of existing voluntary health insurance programs for the 
aged. 

4. It would create a new complex and costly ad- 
ministrative mechanism at the federal level. The OASI 
approach does not delegate program administration to 
the states. 


D. Those opposed to the OAA Public Assistance 
Act or Kerr-Mills Bill approach give the following 
reasOms: 

1. The program provides for a “means test” locally 
and makes the aged dependent on federal-state charity. 





8The Public Assistance approach has the formal approval of the 
following national associations: American Public Welfare Association, 
American Medical Association, American Hospital Association, and 
American Nursing Home Association. 
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2. The program coverage, benefits, and eligibility 
may fluctuate considerably among the various states. 

3. The administrative cost is exceptionally high and 
does not allow the states a choice other than providing 
that the state welfare agency administer the program. 

4. The benefits would vary greatly among states 
and many states may not participate at all, as demon- 
strated by failure of states to cooperate in the past.” 

5. This is a piecemeal, haphazard approach toward 
medical care. This statement is essentially correct in 
that both programs exclude all other age groups and 
patients with diagnosis of tuberculosis and mental 
illness. . 

6. It places too much financial burden on state 
governments and not enough on the local county 
government or the individual and treats only the 
symptoms of the problem and not the causes. 


The Basic Weaknesses of Both Federal 
Programs 


Neither of the proposed federal programs for medi- 
cal care for the aged meet fully the basic standards 
that have been developed over the years and presented 
earlier in this paper. These may be summarized as 
follows: 


A. Federal-centered programs tend to introduce a 
rigidity of administration that does not allow for 
regional differences or full utilization of other financial 
resources available for the purchase of care. The main 
existing resource for indigent care, the community, has 
been omitted almost entirely from the federal plans, 
which will tend to discourage further initiative and 
action by local government and voluntary groups. 

B. Federal-centered programs in which federal tax 
funds are used for the major share of the cost tend to 
encourage abuses, whereas programs which are ad- 
ministered locally and require equitable matching of 
local tax funds provide an added check and “built-in” 
mechanism against possible incentives for exploitation 
of the program. 

C. Both programs exclude the purchase of medical 
care for those under age 65 and specifically omit pay- 
ment for mental illness and the diagnosis tuberculosis. 

D. Both programs tend to weaken the voluntary 
health insurance system and fail to utilize existing local 
tax funds now used in the purchase of medical care 
services for the aged and other low-income patients. 


Should the Federal Social Security System Be 
Used to Finance Medical Services 
for the Aged? 


There are indications, based on established standards 





%According to HEW Indicators, May 1961 issue, only 19 states had 
qualified for participation under the 1960 amendments. 
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for indigent care programs, that the Social Security 
programs have basic deficiencies. It is unfortunate that 
there has been entirely too much heat and not enough 
light regarding this important subject. In fact most of 
the information presented to date on the subject has 
tended to mislead the public and is based primarily on 
hunch and intuition of special interests groups, with 
the result that the average American citizen is com- 
pletely confused relative to the problem. 

What we have done so far has been attempted with- 
out basic research objectivity and joint program plan- 
ning. Groups that have a direct responsibility in this 
field, especially those involved in financing and pro- 
viding health care services should come together, study 
the problem, develop a mutually satisfactory program, 
and simultaneously recommend it for adoption by the 
general public, the Congress, the states, and counties. 

A basis for this observation is the apparent suc- 
cess of the Hospital Survey and Construction Act, in 
which financial assistance is made available on a co- 
operative and matching basis to states in order to as- 
sist in providing medical facility services to all segments 
of the population."® This program has demonstrated that 
federal and state assistance can be provided for a medi- 
cal care purpose without undue federal and state con- 
trol. It is generally accepted that all of our internal 
social problems are first an individual, a family, and 
then a community problem. There cannot be a na- 
tional social problem without several states first having 
a problem, and the state cannot have a problem unless 
an aggregation of communities have a similar problem 
that is undesirable and not being solved locally. 

The role of the federal government is to provide 
leadership and assistance to the states that make up the 
United States. The role of the state likewise should be 
that of leadership and assistance to communities in 
solving problems where people live and where the prob- 
lems exist. The quantity and quality of medical care 
for the aged should not be determined by political de- 
bate or by arbitrary rate-setting by state insurance 
agencies. 

The cost of providing high-quality medical care will 
continue to increase as it improves. The higher the cost, 
the more cooperation and pooling of existing resources 
(according to these resources) will be required if the 
cost of necessary services is to be adequately financed 
and made available for all disabilities, physical and 
mental, and extended to all low-income groups that 
are unable to pay for care.” 

If a big job is to be done in terms of cost and there 
is a desire to accomplish it, all available resources 


10P. L. 725, Title VI, Public Health Service Act, 1946. 
11Roger Klein and Glenn M. Hogan, “Government’s Role in Health 
Care,” The Atlanta Economic Review, October 1960. 
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should be sought to do the job. There is considerable 
wealth in this country, many levels of government, 
numerous private foundations and voluntary health or- 
ganizations interested in segments of problem. There 
are many well-established health insurance plans both 
for profit and nonprofit that are assisting in solving the 
problem. There is a tremendous amount of productivity 
and wealth that could be used to provide the finest of 
health services and still make essential services avail- 
able to low-income segments of our population. Also, 
when needed, such services can be provided with dig- 
nity, without undue burden to the individual, his fam- 
ily, the county, the state, or the federal government. 
This can be done through cooperation on the part of 
those involved in providing services and those who 
purchase services. The primary problem is that of de- 
fining a common goal and developing a mechanism 
that encourages mutual interest and cooperation in 
achieving a common purpose in the most effective 
manner. 

If a sound program is to be developed, it must be 
based on facts obtained through research, preferably 
conducted at the University level by competent socio- 
economists. Based on this research, the leaders of the 
health care professions, the purchasers and providers 
of services should establish basic principles, devise and 
propose a satisfactory cooperative program. After agree- 
ment has been obtained by all involved, the program 
should be submitted by the various health-related asso- 
ciations and all levels of government for adoption and 
financial support. 


Summary 


This article attempts to review the Social Security 
approach in providing medical care assistance to the 
aged. Based on the information developed, additional 
study and objective planning are indicated relative to 
an acceptable plan for assisting the aged and other 
groups in purchasing needed medical care services. It 
is amazing that the successful concepts developed for 
the construction of medical care facilities and admin- 
istered by public health agencies have not been utilized 
as a guide in financing health care services for low- 
income groups. 

Health care problems are too complex to solve solely 
by legislative action at the national level without fully 
utilizing the informed help and support of the provid- 
ers of services. The differing views on the best method 
of providing health care for the aged have been pre- 
sented, together with some indicated improvements in 
the present Social Security proposals. The problem of 
medical care for those unable or unwilling to pay for 
needed care offers a real opportunity to all who wish 
to accept the challenge of strengthening democracy and 
improving the American image by preserving the free- 
dom and dignity of the sick. 
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thel MARKETING CENTER 


David J. Schwartz 


Salesmanship and Professional Standards 


CRITERIA OF A “PROFESSION” 


There can be no absolute or unqualified answer to 
the question, “Is personal selling a professional activ- 
ity?” Rather, this question can be answered only in 
terms of the degree to which personal selling, as prac- 
ticed today, meets the generally accepted criteria estab- 
lished to designate a “profession.” Five such criteria of 
professional practice were used for purposes of this 
study. 


1. Intellectual Preparation 


Formal preparatory education is generally considered 
a primary criterion of a professional activity. Generally 
this criterion is met only with accepted prescribed 
knowledge obtained in colleges and universities. Min- 
isters, teachers, medical doctors, and architects obviously 
qualify in this regard. Salesmen generally do not. While 
an increasing number of companies require sales ap- 
plicants to have earned a college degree, more often 
than not no specific degree is made mandatory. Many 
companies appear to place just as much value on a lib- 
eral arts degree as on a degree in business administra- 
tion. 





Note: Dr. Schwartz is professor of marketing, School of Business 
Administration, Georgia State College of Business Administration. 
The full research paper from which this article is extracted may be 
obtained from the Bureau of Business and Economic Research (see 
page 24). 
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2. Continuous Learning and Development 


A mark of a profession is emphasis on further learn- 
ing and development above and beyond formal educa- 
tional preparation. This learning and development takes 
on many forms, such as postgraduate study, seminars 
and conferences, reading of literature in the field, and 
creative research. This criterion is quite subjective. 
Many salesmen meet this test. However, many others 
appear to make no effort to become better informed 
and more proficient. 


3. Service Attitude 


From long-standing tradition, professional activities 
have specified the “service first” attitude. Two market- 
ing authorities sum up this criterion as it pertains to 
salesmen: 

The opportunity to benefit mankind generally, 
or specifically one’s clients or one’s patients, is in 
many cases a more dominant motive than is finan- 
cial return. Many salesmen are so motivated; 
many are not. The test comes to the salesman just 
as it does to the physician, the accountant or the 
attorney when he knows that by giving incom- 
plete, vague, or perhaps inaccurate advice, his fee 
or commission might be larger than if he told the 
whole truth. Some salesmen meet the test; others 
fail. 


4. Adherence to Accepted Ethical Standards 
or Codes 


A fourth characteristic of a professional activity is 
adherence to a set of accepted guideposts which define 
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ethical practices. These codes generally spell out mat- 
ters pertaining to compensation for services rendered, 
such as split fees, competition with other members of 
the profession, soliciting work, use of advertising, and 
related items. No industry-wide codes of ethics are 
found in selling today. 


5. Public Recognition and Respect 


A final criterion of a professional activity is the atti- 
tude of the public toward that activity. In order to be 
“professional,” a group engaged in an activity must be 
recognized as a profession by people outside their ac- 
tivity. Salesmen as an occupational group do not meet 
this test. 


EVIDENCE OF LESS-THAN-PROFESSIONAL 
SELLING 


There is evidence that much personal selling is con- 
ducted on a less-than-professional basis. The following 
examples illustrate unprofessional conduct in selling:* 

1. The salesman who suggests to a purchasing 
agent that he can make some extra money if he places 
his purchases in the right places. Sharing the commis- 
sion with the person who is doing the buying. 

2. The salesman who attempts to pry information 
from purchasing agents regarding bids submitted by 
competing companies. 

3. Misrepresentation of actual price of product. 
Quoting one price at order time and billing another 
price at invoice time. 

4. Discussing business affairs of other companies 
with customer. 

5. Trickery used to obtain interview with prospect, 
such as, “I’m just making a survey and I'd like to have 
your opinion.” 

6. Taking orders and promising delivery on dates 
known to be impossible. 

7. Failure to take the responsibility for errors made 
in shipment. 

8. Telling customer that competitor is dishonest or 
no good. 

9. Purposely overselling an account, that is, selling 
more than the customer logically needs. 

10. -Adding items to a given order without a cus- 
tomer’s knowledge or consent. 

11. Calling on customers when lacking the tech- 
nical information needed to provide service. 

12. Begging for business. Making appeals based 
on personal handicap or under charitable organization 
sponsorship. 


1These are some of the practices revealed by statements made by 
salesmen attending sales seminars conducted by the author. 
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13. Quoting prices on last year’s model when cus- 
tomer thinks the price refers to this year’s model. 

14. Neglecting to find out what customers really 
need and continuing to sell on the basis of assumptions 
of what they need. 

15. Calling secretaries or other office employees 
to find out competitive quotes that have been submitted. 


Lack of Dignity in Selling 


The personal behavior of many salesmen attests to 
nonprofessionalism—for example:* 

1. The use of slang, profanity, or off-color stories 
in the sales interview. 

2. Wearing gaudy, loud, or distasteful clothing. 

3. Chewing gum, smoking cigarettes, eating candy 
or peanuts in the presence of customers. 

4. Eating onions, garlic, or drinking alcoholic bev- 
erages before calling on customers. 

5. Failure to dress properly or, specifically, being 
sloppily dressed. 

6. Boisterousness—loud jokes. 

7. Exhibitionism. Dressing in such a way as to be 
an “attention-getter.” 

8. Romeoism—the salesman who must stop by 
desk of each girl in the office to “charm” her. 

9. Know-it-all—the salesman who is never wrong 
and appears to be an expert on everything. 

10. Lack of sincerity—not really believing in what 
one sells. 


legal Marketing Activities 


Most investigations of the Federal Trade Commis- 
sion are concerned with various marketing practices. 
These violations, while not always involving salesmen 
directly, do nevertheless reflect on the behavior of 
salesmen. Insofar as business practices are concerned, 
it seems that much more “cheating” is associated with 
marketing than with any other business function. 

False advertising, misrepresentation, misbranding, 
and false labeling are examples of the many violations 
of the Federal Trade Commission legislation. Unques- 
tionably, such violations of legislation pertaining to 
fair competition does much to lower public acceptance 
of personal selling. 


Salesmen Often Not Sold on Selling 


Part of the reason behind low public acceptance of 
selling can be traced directly to salesmen themselves. 

In a summer-1960 svrvey of 6,000 members of the 
National Associatign af Women’s and Children’s Ap- 
parel Salesmen—pgén who averaged twenty-three years 


in outside commiggjon selling and who had an average 6 





2Ibid. 
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compensation of $9,600 before income tax deductions 
—half of the 2,000 respondents were not particularly 
enthusiastic about selling as a career. 

In a survey, recently published, salesmen were asked 
to rank fifteen different occupations in terms of ethical 
conduct. Four categories of salesmen were included in 
the list—those selling to business and industry, those 
selling for resale, door-to-door salesmen, and automo- 
bile salesmen. 

The results show that salesmen rate other salesmen 
low on the scale. Further, it is interesting to note that 
two other categories of marketing personnel—retailers 
and advertising personnel—also were rated very low. 


(See Table 1.) 


Table 1 
How Salesmen Compare Themselves 
with Members of Other Occupations in 
Terms of Ethical Conduct 








Cumulative Rankings 
(Most Ethical to Least Ethical ) 





Engineers 

Teachers 

University Professors 

Doctors 

Salesmen to Business and Industry 
Corporation Top Management 
Lawyers 

Editors and Publishers 
Salesmen Selling for Resale 
10. Production Workers 

11. Government Officials 

12. Retailers 

13. Advertising Men 

14. Door-to-Door Salesmen 

15. Automobile Salesmen 


PC RENHAYPYNe 








Source: Based on confidential responses to the American Salesmen’s 
national salesmen’s panel as reported in The American Salesman, 
January 1961, pp. 48-53. Reproduced here with permission of The 
American Salesman. 


EFFECTS OF UNPROFESSIONAL STATUS 


Damage resulting from unprofessional status is two- 
fold. First, unprofessional status appears to discourage 
talented people from entering selling. Second, because 
the best human resources are not attracted to the sell- 
ing occupation, total output of the economy is lowered. 


Unprofessional Status Harms Recruitment 


The fact that selling is widely regarded as an unpro- 
fessional activity has two negative influences on recruit- 
ment of individuals. First, young people put selling 
way down on their list of occupational choices. Much 
potential sales talent therefore never enters the field 
of selling. Second, many people who harbor prejudices 
toward selling enter the field much later in life than is 





desirable. Often a person with, say, an accounting back- 
ground or an engineering education initially wants no 
part of selling but later finds that this occupational 
choice is a much more direct avenue toward job success. 

The impact of a professional regard for a job classifi- 
cation cannot be taken lightly in terms of recruitment. 
The young individual contemplating a career in medi- 
cine knows before he begins that society—his friends, 
his relatives, teachers, neighbors, and others—will have 
a high opinion of his job choice. This is not true of 
selling. Individuals contemplating a career in this ac- 
tivity are aware that many in their social group will 
not be impressed by their career choice. In fact, there 
will be some in the social group who will feel that the 
individual is a failure. 


Unprofessional Status Produces 
Economic Loss 


Most executives, economists, and educators agree that 
one of the principal tasks of our economy is to discover 
ways to put more goods and services in the hands of 
the ultimate consumer. To the extent that the market- 
ing arm of industry is weakened because of insufficient- 
ly capable and qualified sales personnel, all industry 
suffers. . 

It has been estimated that the field of selling needs 
one million new and qualified individuals to help per- 
form the demand-creation function. In this connection, 
the following observations are pertinent: 


But even more important than mere numbers 
is the need for nearly a million top caliber sales- 
men who can persuade consumer to buy if the na- 
tion is to enjoy a $150-billion increase in its 
national product. 

That’s the stark fact that leads sales and mar- 
keting executives queried by Printer’s Ink to agree 
unanimously there is indeed a crisis in talent facing 
sales. For instance, Tom McCall, a Chicago em- 
ployment agency head who specializes in sales 
recruiting, says that for the average industrial sell- 
ing job paying between $8,000 and $12,000, he 
now finds only six to eight qualified applicants 
out of every 400 who apply. Another example: 
the personnel head of a large company says they 
regularly fill only 90 per cent of their sales-job 
openings. Reason: there just aren’t enough quali- 
fied men. 

That’s the heart of the problem. No one doubts 
that sales could get its million more men. But it 
doesn’t want “people who can’t do anything else” 
and turn to sales. It wants capable, persuasive men 
who want to sell and will be effective salesmen.’ 





3Printers’ Ink, Match 27, 1959. 








OBSTACLES TO PROFESSIONALIZING SELLING 


Lack of Acceptable Definition of “Selling” 


One factor which complicates efforts made to pro- 
fessionalize selling is the lack of an acceptable defini- 
tion of selling. All people who sell bear the title of 
“salesmen.” One might liken it to saying that anyone 
who works in the field of medicine is a doctor, or that 
anyone that helps build a house is an engineer. No 
provision in the customary definitions of selling is made 
for different grades or levels of selling. There appears 
to be as much difference between a salesman selling 
door-to-door and a salesman selling advertising for a 
large agency as there is between a hospital orderly and 
a surgeon. Since retail sales people and door-to-door 
salespeople are much more frequently exposed to the 
public, the typical young person tends to think of a 
salesman as someone in a store or someone pushing 
the doorbell. 

New Terminology. There is much reason to believe 
that many people fear the word “salesman” and what 
it stands for. As a result, many companies hope to dis- 
arm prospective buyers by calling their salesmen some- 
thing other than “salesmen,” such as educational con- 
sultants, field editors, financial consultants, representa- 
tives, account executives, and media representatives. The 
public forms its impressions of salesmen by their deeds 
and actions—their behavior—rather than the terminol- 
ogy printed on their business card. 


Vague Requirements for Professional 
Education 


Earlier in this paper it was stated that a principal 
requirement of a profession is intellectual preparation. 
There is virtually no agreement as to what constitutes 
the proper intellectual preparation for a career in sell- 
ing. In fact, there is no agreement as to the proper 
curriculum for a career in the general field of business. 


Lack of Encouragement by Salesmen’s 
Unions 


Unions generally rely on the contracts made with 
employers to spell out what constitutes minimum stand- 
ards of performance. No provision is made which calls 
for members to do their best to treat customers fairly, 
to advance themselves professionally, and to strengthen 
the reputation of selling. Unions might well attempt 
to raise the performance standards of their members 
and to upgrade the members’ thinking with regard to 
their responsibilities to customers and to employers. 


FAVORABLE TRENDS IN PROFESSION- 
ALIZING SELLING 
Some positive actions have been taken which are in- 
ended to elevate selling to a higher status. 





Pi Sigma Epsilon 

There is only one professional college fraternity de- 
voted to professionalizing selling—Pi Sigma Epsilon, 
founded at Georgia State College in 1951. 

The rapid growth in chapters and membership of 
this professional fraternity can be interpreted as evi- 
dence of a definite need for such an organization in 
American colleges and universities. 

The objective of Pi Sigma Epsilon can be summed 
up in three words “Develop Professional Salesmen.” 
One of the operational goals of Pi Sigma Epsilon is to 
bring the advantages of selling to the attention of 
young college men. On most college campuses there is 
virtually no effort made to explain the pros and cons 
of a selling career to college students. 


Code of Ethics 


A second example of efforts underway to make sell- 
ing a truly professional activity is found in codes of 
ethics adopted by various salesmen’s groups. 

The nation’s largest organized body of organized 
outside salesmen, the National Association of Women’s 
and Children’s Apparel Salesmen, has developed a 
code of ethics for its 12,000 members. This group, 
composed of independent contractor salesmen, func- 
tions as a trade association. It lists as one of its prin- 
cipal objectives obtaining “adherence to the NAWCAS 
Code of Ethics.” 


The progressive leadership of this association is © | 4 


aware that unethical practices of one member cast a 
negative reflection on other members. Therefore, polic- 
ing of its membership to ferret out unethical practices 
is regarded as a continuing responsibility. 

The code of ethics adopted and enforced by this as- 
sociation is provided below. 


The NAWCAS Code of Ethics 


This long needed code for our industry can only 
become 100% effective when all manufacturers 
recognize the need for NAWCAS, and when, they, 
too, subscribe to the same high standards which 
NAWCAS has set for all its members to follow: 
1. Honest performance of salesman’s duties and 

the obligation of the salesman to perform a 
full and complete day’s work. 
2. Intelligent, truthful and conscientious repre- 
sentation of his product. 
3. Diligent effort at all times to bolster the repu- 
tation of his firm, refraining from derogatory 
remarks. 
Create goodwill in order to promulgate a 
better relationship between salesman, manu- 
facturer and buyer. 
5. Notification to employer of termination of 
employment in sufficient time for replace- 
ment. 


AN 
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6. Fair notice to the manufacturer on termina- 
tion of contract during the season. 

7. Return all samples within a reasonable time. 

8. Refrain from promises to buyers that the firm 
will not be able to fulfill. 

9. Carry additional lines only with the full 
knowledge of his employer. 

10. Honor and fulfill any agreements made be- 
tween himself and his employer.* 


Professional Designations 


Possibly the most outstanding example of action 
taken to elevate selling to professional status is the 
C. L. U. professional designation program developed 
by the life insurance industry. 

The need and background for this program is ex- 
plained as follows: 

If practiced as it should be, life underwriting 
meets all the requirements of the professional 
concept. As a calling, it is so fundamentally useful 
to society and so inherently noble in its purpose as 
to inspire the practitioner to make it his full-time 
life’s work. It also involves a deep science and in 
its practice an expert knowledge of that science. 
Life underwriters can be of inestimable service to 
clients by way of counsel and guardianship. 

The day is passing when the underwriter is con- 
tent to know only the technique of salesmanship 
and to rely on motivation of his prospects by 
subtle appeals to their emotions. Instead, he is 
stressing the intelligent analysis of human prob- 
lems and the extending of professional advice of 
a high order. 

The efficient underwriter needs a broad business 
education—including economics, business finance, 
personal finance, social problems, taxation, busi- 
ness and insurance law, law of wills, trusts and 
estates—in addition to life and health insurance 
fundamentals—if his services are to be of maxi- 
mum value to his clients. The Chartered Life 
Underwriter program covers these subjects. 

The C. L. U. designation is therefore a profes- 
sional one. It does more than denote that the 
holder of it has met certain academic standards 
by passing a series of examinations. Primarily, it 
serves to indicate that the underwriter has spent 
time and effort in preparing himself to render a 
high type of service to the public and will con- 
tinue to merit the confidence of the public by 
keeping abreast of the times.” 

The C. L. U. designation program involves a specific 
curriculum or program of studies. 





4Reproduced here with permission of the National Association of 
Women’s and Children’s Apparel Salesmen. 
5American College of Life Underwriters Catalogue, 1960-61, p. 10. 
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The C. P. C. U. Designation. The success of the 
C. L. U. program provides encouragement for a pro- 
fessional designation for salesmen engaged in property 
and casualty insurance underwriting. 

The designation Chartered Property Casualty 
Underwriter (C.P.C.U.) can be awarded only to 
those career persons who furnish satisfactory evi- 
dence of meeting the professional concept. For this 
purpose the American Institute has established and 
will enforce high qualifying standards of moral 
character, education and experience. The C. P. C. 
U. recognition, therefore, signifies that the holder 
has met not only the educational qualifications, 
but also fulfilled an experience requirement.° 


Other Favorable Trends 


Several other indications that selling is becoming 
more professional can be mentioned. Chief of these are: 
(1) The trend toward knowledge as a requirement for 
selling. More and more companies now provide some 
form of formalized training than at any time in the 
past. (2) The upgrading of requirements for entering 
selling. Many companies today will not employ anyone 
in a sales capacity who is not a college graduate. (3) 
The licensing requirements now in effect in many states 
for persons selling real estate, insurance, and securities. 


SUMMARY 


There is much evidence that, generally, present-day 
selling does not meet professional standards. This evi- 
dence is based on numerous examples of unprofessional 
conduct, behavior patterns of many salesmen, much 
illegal marketing activity, and lack of respect for selling 
by salesmen themselves. 

The unprofessional status of much personal selling 
is a serious obstacle to recruitment of qualified young 
people for this activity. Further, because many of the 
most capable young people do not enter selling, the 
over-all marketing effort of our economy appears 
weakened. 

Raising selling to professional status is hampered 
because of the sweeping definition given selling and 
because the educational requirements for a selling ca- 
reer have not been established. 

Despite the general lack of professionalism in pres- 
ent-day selling, several favorable trends are in evidence. 
These include development of fraternal organizations 
to encourage professional selling, establishment of 
codes of ethics by trade groups, and development of 
professional designation programs in the insurance 
industry. 





®6American Institute for Property and Liability Underwriters An- 
nouncement, 1960-61, p. 9. 
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The Increasing “Likeness” of the Southeast and the Nation 


In several recent articles the writer has made the 
observation that the economy of the Southeast in re- 
cent years has become increasingly like that of the 
nation as a whole. This was seen to be true of the rela- 
tive importance of major types of business activity 
such as agriculture, manufacturing, trade, services, etc. 
It has also been true with respect to the relative im- 
portance of individual types of activity within these 
major classifications. Though there is still, and will 
probably continue to be for the foreseeable future, a 
degree of specialization within individual states and 
communities, their economies are becoming more and 
more diversified and a greater degree of “balance” has 
developed. Moreover, this tendency is of a long-term 
nature and is likely to continue indefinitely. All this is 
an indication that the Southeast’s economy is becoming 
more mature; it is a symptom of development. 


Background: The Beginning of Development 


In the past the southeastern economy could be termed 
“underdeveloped”; the Southeast was an economically 
underdeveloped region not unlike many present-day 
underdeveloped countries. It specialized mainly in one 
type of primary production—agriculture—almost ex- 
clusively for “export” to other parts of the nation and 
to foreign countries. The bulk of the needs for domestic 
consumption (particularly of manufactured goods) was 
“imported” from other regions. This is a characteristic 
which is common to practically all so-called under- 
developed economies, whether national or regional. 
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The almost exclusive importation of non-farm goods to 
satisfy the needs of domestic consumption stemmed 
mainly from limited markets within the region itself, 
which made it uneconomical to establish plants here 
to manufacture for domestic consumption. This had to 
await the expansion of domestic markets in the region. 


What Has Led to Expansion of Domestic 
Markets in Recent Years? 


This is a complex question which is not amenable 
to an easy or a complete answer. It is doubtful, how- 
ever, that such progress would have been possible with- 
out the enormous advances that have been made in 
agricultural technology, which permitted the transfer 
of labor to other uses without reducing agricultural 
output (our chief export product at the time).* It was 
then possible to utilize this labor in other industries, 
again mainly of an export type at first, namely, textiles 
and lumber products. At that stage, without much 
change in the total labor supply, the export base of the 
economy was broadened, and without loss of depth. 





1The ability to release labor from farming without reducing output 
available for export is a necessary but not sufficient condition for the 
growth of other types of economic activity in such regions and coun- 
tries. The released labor could not be put to other uses in the ab- 
sence of needed capital (either locally held or “imported”) and in 
the absence of demand (either domestic or in other regions) for the 
output of such labor in alternative uses. Moreover, the process of 
transfer is not instantaneous. It is often slow and painful. Other 
factors might also be considered equally as fundamental in the de- 
velopment process as those discussed here. 
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More income was available in the region, and accom- 
panying this income was an increased demand for 
manufactured consumer goods, which were initially 
imported in large degree. However, with the continu- 
ation of this process of development, markets for con- 
sumer goods became sufficiently broad to make it eco- 
nomical to satisfy some of the increased demand by 
producing locally. This, in turn, added to local incomes 
and helped to broaden the markets further. 

Increased manufacture of goods in the region for 
domestic consumption, as well as for export, in turn 
led through the market mechanism to the local manu- 
facture of producers’ goods for the use of other local 
manufacturers, namely, machinery, replacement parts, 
supplies, etc. 

There is no need to elaborate further except to point 
out that once the process of development got underway, 
it fed upon itself and grew in something like a geo- 
metric ratio. 


Why More Like the Nation? 


The above provides a partial explanation of the 
process of development in the Southeast (which inci- 
dentally might apply equally well to a number of other 
regions or even nations). It does not, however, explain 
why the economy of the Southeast (and not only its 
economy but the tastes, habits, customs, and culture of 
its people, which to a large degree fashion its economy ) 
has tended to develop along the same general patterns 
as the national economy, particularly in recent years. 
The chief reason for this is that the Southeast is not 
isolated from the rest of the nation. It is now possible 
to travel from any place in the Southeast to any other 
place in the nation within a matter of a few hours. A 
person in Atlanta (or any other place in the South) 
can reach another person almost anywhere else in the 
nation in a matter of seconds by telephone. Moreover, 
television has had an enormous impact on the desires, 
habits, and tastes of people in the Southeast. We are 
becoming more cosmopolitan in our tastes and ideas as 
a result of increased contact with other parts of the 
nation. All this is translated, through the market mech- 
anism, into changes in the structure of our economy. 
These changes are toward increased similarity to other 
regions. 

It should be noted that these comments are not re- 
stricted in their application to the Southeast; they apply 
equally well to the Southwest, the New England states, 
and other regions of the United States. There has been 
in recent years, as a result of improved transportation 
and communication facilities, a rapid interchange and 
amalgamation of ideas and tastes among the people of 
all regions of the United States, and these have inevita- 
bly had an important impact on the nature of the 
economies of the various regions. 

Indeed, this phenomenon is not restricted to the 
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regions of the United States; it has also been prominent 
on an international sphere. To be convinced of this, 
one need only observe the current popularity in this 
country of Oriental design in home furnishings, as well 
as the influence of the Orient on American architecture 
and women’s fashions. If more convincing is needed, 
one may observe the European influence on clothing 
styles, on popular music, and other phases of everyday 
American life. Conversely, one may observe the rapid 
“Americanization” of Japan, as well as Germany, Great 
Britain, Italy, etc. An interesting example of this is the 
current practice in Japan (a predominantly Buddhist 
and Shinto country) of celebrating Christmas in much 
the same way as we do, with Santa Claus, decorated 
Christmas trees, and all the rest. 


Summary 


To sum up, the beginning of the process of develop- 
ment in the Southeast (as in many other formerly 
“underdeveloped” regions and countries) was made 
possible in large measure by the ability to release labor 
from agriculture and other primarily “export” indus- 
tries for use in industries producing for local needs as 
well as for still other “export” industries without re- 
ducing significantly the output available for export in 
the original industries; the process of transfer led to 
increased total output and income for the economy as 
a whole. The pattern which this development has taken 
has been determined largely by continued and increas- 
ing social contact and interchange of ideas, habits, cus- 
toms, and tastes with other regions. 


Implications for the Future 


If this provides a basically valid explanation (though 
it is undoubtedly incomplete) of the increased “like- 
ness” of the southeastern and national economies, it 
follows that this process will continue indefinitely, and 
probably at a quickened pace. The means of social inter- 
change (mainly transportation and communication fa- 
cilities) are increasingly available and improved. It 
also follows that the types of activity which in the 
future are likely to experience the greatest growth in 
the Southeast relative to the nation are those which 
comprise a smaller share of the total in the Southeast 
than in the nation. Conversely, those likely to grow 
relatively least are the ones that are of greater relative 
importance here than in the nation. Examples of the 
types of activity which should grow at a faster pace 
here relative to other types than in the nation include 
manufacturing (especially durables), finance, insur- 
ance and real estate, communications and _ utilities, 
certain types of retail trade (especially food stores, eat- 
ing and drinking places, and nonstore retailers), and 
certain types of services (especially professional and 
business services). 

Roger L. Burford 
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% Change 
6 months ‘6! 
June May 4 June 4 over 
1961 1961 Change 1960 Change 6 months ‘60 
EMPLOYMENT 
Job Insurance (Unemployment ) 

Payments $ 724,935 $ 792,732 —8.5 $395,255 +83.4 +99.4 
Job Insurance Claimants — 9,422 10,555 —10.7 6,499 +45.0 +46.5* 
Total Non-Ag. Employment -__.. 367,200 363,600r +1.0 370,050 —0.9 —1.3* 
Manufacturing Employment —_.. 82,400 81,500r +1.1 86,050 —4.2 —6.7* 
Average Weekly Earnings, 

Factory Workers __..-... $82.78 $83.60r —1.0 81.80 +1.2 +2.2* 
Average Weekly Hours, 

Factory Workers —-___________ 39.8 40.0r —0.5 39.9 —0.3 +1.2* 
Index of Help Wanted Ads 

(Seasonally adjusted, 1947-49 

Avg.—100) 141.0 132.2r +6.7 153.4 —8.1 —18.3 

CONSTRUCTION 
Number of Building Permits§ __ 798 1,122 —28.9 738 +8.1 +18.0 
Value of Building Permits§ —__.. $3,391,448 $7,436,460 —544 $8,159,268 —58.4 —22.3 
Employees : 23,400 22,250r +5.2 23,550 —0.6 +2.9* 
FINANCIALt 
Bank Debits (Millions) $2,185.0 $2,250.3 —2.9 $2,152.7 +1.5 +2.4 
Bank Deposits (Millions) $1,383.8 $1,376.9 +0.5 $1,269.3 +9.0 +9.0* 
OTHERS 
Department Store Sales Index __ 170 169 +0.6 169 +0.6 —2.89 
Retail Food Price Index _...___. 116.6 116.2 +0.3 117.6 —0.6 +1.2** 
Number of Telephones in Service 389,263 388,470 +2.5 372,628 +4.5 +5.1** 
Consumer Price Index 127.4 126.7# +0.6 127.1 +0.2 +0.5 
r—Revised *Average month **End of period §—Based on retail dollar amounts 
§City of Atlanta only # Preceding quarter +Data from members of the Federal Reserve System only 
Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of La- 
bor; Number Help Wanted Ads: Atlanta Newspapers, Inc.; Building permits data: Office of the Building Inspector, At- 
lanta, Georgia; Financial data: Board of Governors, Federal Reserve System; Retail Food Price Index: U. 8. Department 
of Labor; Department Store Sales Index: Federal Reserve Bank of Atlanta and Board of Governors, Federal Reserve 
System; Telephones in Service: Southern Bell Telephone and Telegraph Company. 
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More Employment Gains in June 


For the third straight month NONAGRICULTUR- 
AL EMPLOYMENT rose during June, reflecting a gain 
of 3,600 workers over May. The increase, in addition 
to being hearty, was well proportioned among the var- 
ious categories. EMPLOYMENT IN CONTRACT 
CONSTRUCTION had the largest gain (1,150 work- 
ers) while MANUFACTURING EMPLOYMENT 
rose 900 and TRADE EMPLOYMENT 500. Inciden- 
tally, CONSTRUCTION EMPLOYMENT has risen 
steadily since February but continues to run about 3 
per cent under last year. Furthermore, the Georgia 
State Employment Service expects it to slacken during 
July as work stoppages occur in the construction in- 
dustry. 

UNEMPLOYMENT rose during June reaching a 
total of 25,300 or 5.5 per cent of the civilian labor 
force. The increase, however, may be regarded largely 
as seasonal and makes June still 500 under the previous 
high for this year, which occurred in February. 

The INDEX OF HELP WANTED ADS, though 
still substantially under last year, appears to be trend- 
ing back upward. In April it was 120.4; May, 132.2; 
and June, 141.0. This increase in the demand for labor 
seems verified by the drop in JOB INSURANCE PAY- 
MENTS and NUMBER OF CLAIMANTS recorded 
during June. This decline is especially significant since 
both these series were previously trending upward dur- 
ing 1961, and the amount of payments made during 
the first six months of this year doubled the 1960 
figure. 

AVERAGE WEEKLY EARNINGS, after hitting a 
near record peak in May, slipped back one per cent 
during June. Over-all though, EARNINGS OF FAC- 
TORY WORKERS are two per cent better than last 
year. 


Construction to Slacken? 


The CONSTRUCTION picture has been somewhat 
mixed during the first six months of this year. EM- 
PLOYMENT IN CONSTRUCTION, as mentioned 
above, has been good—about 3 per cent over the first 
six months of last year, and the NUMBER OF BUILD- 
ING PERMITS issued in Atlanta showed an 18 per 
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cent gain over 1960. But the VALUE OF PERMITS, 
which is a more reliable indicator than number, for the 
first six months of 1961 is 22 per cent under the same 
period last year. In addition, the June figure is the low- 
est amount issued since December 1959. When the 
July CONSTRUCTION EMPLOYMENT figures are 
compiled they will probably show a decline, according 
to the Georgia State Employment Service. So, it will 
depend upon activity in RESIDENTIAL HOUSING 
CONSTRUCTION to offset these losses if the last six 
months of 1961 are going to show improvement. Cer- 
tainly the new federal legislation designed to liberal- 
ize home financing may be an important booster. 


Spending Off 
BANK DEBITS slipped back 3 per cent during June, 
indicating lowered spending in Atlanta during the 
month. However, the DEPARTMENT STORE SALES 
INDEX moved up nearly one per cent, making the 
year’s index 3 per cent under last year. 


New Plants and Business Establishments 


The new Atlanta Merchandise Mart skyscraper is 
now open for business, and the Southern Cement Com- 
pany has selected a Fulton County site for its new $16 
million plant. Operations are expected to begin in early 
1963 with a work force of approximately 200 persons. 
Other new developments include the opening of a 
large restaurant and an outdoor amusement center and 
bowling alley. 


John R. O’Toole 
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Research Studies Available 


RESEARCH PAPER NUMBER 21 


Urban Transportation Dilemma 


. . » Stephen Paranka 
42 + ii pp., 84% x 11 in. 
(Price—50¢ plus 2¢ sales tax in Georgia) 

The problem of traffic congestion is a familiar one. Dr. 
Paranka’s study of the urban situation points out some of the 
factors which have led to the increased use of automobiles 
and the decline in use of mass transit. He suggests the need 
for a program of planning for future urban transportation— 
a program which provides for an administrative planning 
body with regulatory jurisdiction over all aspects of urban 
transportation, with responsibility for making capital im- 
provements to the transportation system, and for whose oper- 
ations the necessary revenue would be specifically provided. 

Dr. Paranka is associate professor of marketing, School of 
Business Administration of Georgia State College of Business 
Administration. 


RESEARCH PAPER NUMBER 20 
Man-Made Fibers: A Growth Industry For 
the Diversifying South 
- - - Jack Blicksilver 
60 + ii pp., 8% x 11 in. 
(No charge for single copies) 

Two broad hypotheses are examined in this study of the 
man-made fiber industry: (1) that man-made fiber produc- 
tion, having experienced a rapid rate of growth during the 
last fifty years in this country, is a highly desirable industry 
for the region in which it locates; and (2) that the industry 
enjoys a comparative advantage in the South. 

Dr. Blicksilver concludes from his study that the textile 
South possesses the market, materials, and labor to attract the 
bulk of the facilities for the commercial production of man- 
made fibers, a dynamic industry generally characterized by 
stability and high rates of return. 

Dr. Blicksilver is associate professor of economic history, 
School of Business Administration, Georgia State College of 
Business Administration. 


RESEARCH PAPER NUMBER 19 
Does Present-Day Selling Meet Professional 


Standards? 
- . - David J. Schwartz 
28 + iii pp., 8% x 11 in. 


(Price—50¢ plus 2¢ sales tax in Georgia) 

In a study to determine objectively whether selling meets 
“professional” standards, Dr. Schwartz applies five generally 
accepted criteria for determining professional status: (1) in- 
tellectual preparation, (2) continuous learning and develop- 
ment, (3) attitude of service, (4) adherence to accepted 
ethical standards or codes, and (5) public recognition and 
respect. 

Although the author finds evidence of some favorable trends 
toward professional status, he cites a number of attitudes and 
behavior patterns of salesmen which typify unprofessionalism; 
and he concludes that, generally, personal selling does not 
meet professional standards. 

Dr. Schwartz is professor of marketing, School of Business 
Administration, Georgia State College of Business Adminis- 
tration. 


For copies of the studies named above, send requests to the Bureau of Business and Economic Research, School of Business 
Administration of Georgia State College of Business Administration, 33 Gilmer Street, S. E., Atlanta 3, Georgia. 
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